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Abstract 
Ecommerce is considered to provide substantial benefits to business. It enables new ways of working to emerge 
as organisations face the future and embrace the notion of the 'new economy'. SMEs in regional areas of 
Australia are lagging in their adoption of e-commerce. 
This paper examines the reasons for the adoption and non-adoption of ecommerce by regional SMEs. The 
research is exploratory and the methodology used is that of pilot case studies involving SMEs located in a 
regional area in Queensland, Hervey Bay.  The paper identifies factors leading to their adoption of e-commerce 
and its impact on each business. 
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INTRODUCTION 
Small and Medium Enterpris es (SMEs) have a critical role to play in the Australian economy. Despite advances 
in information technology and acceptance by large organisations of such technologies, the same level of 
adoption is not evident among SMEs (Bode & Burn 2002; Knol & Stroeken 2001; Brown 2002).  
Participation in e-commerce is important, not just from the perspective of commercial transactions but rather in 
the way it encourages transformation of internal systems and the subsequent efficiencies in terms of cost, 
responsiveness to customers, customisation of offerings and the potential emergence of new products and 
services (Crawford 1998, p.6). From this perspective the uptake of ecommerce by SMEs in regional areas is 
important and requires further study. 
This paper aims to review the position of SMEs and ecommerce and impediments to its adoption in regional 
areas.  Using a pilot case study approach, the paper looks at the experience of three SMEs from the Hervey Bay 
region of Queensland.  Observations are made and issues highlighted that will be furthered explored using focus 
groups, surveys and in-depth case studies.  
A variety of internal and external factors have been identified as preventing many small and medium enterprises 
(SMEs) from keeping up with the pace of innovation associated with electronic commerce.  In the Australian 
context, Table 1 identifies those factors which have been identified as being significant. (Crawford 1998). 
 
Internal Factors 
Lack of awareness and knowledge of ecommerce; 
Lack of skill and time to investigate and implement ecommerce; 
Technology ‘phobia’ amongst proprietors; 
Cost of implementation and lack of realisation of the benefits associated with the implementation of 
ecommerce; 
Concerns with security and privacy; 
Poor business management generally, as evidenced by a lack of strategic direction or perspective; and 
High failure rate of new SMEs. 
External Factors 
Lack of suitable software standards; 
Lack of easily accessible, independent and inexpensive advice and assistance to SMEs; 
Electronic authentication issues; and 
Bandwidth capacity and infrastructure issues. 
Table 1: Factors affecting the take-up of electronic commerce in SMEs  
Another real issue is the often fragmented nature of individual industry sectors and the need for regional SMEs 
to adopt a co-ordinated ecommerce effort.  This is particularly important in rural and remote regions within 
Australia. 
The emergence of technologies such as mobile commerce (Varshney, Vetter & Kalakota 2000) and intelligent 
agents (Griss & Pour 2001, Huhns 2000) are becoming more and more diffuse among SMEs as external factors 
are substantially lowered by the advent of lower cost, open standards and more ubiquitous Internet-based 
technologies (Scupola 2002).  SMEs must quickly embrace the technologies or in many instances succumb to 
their competitors.   
Adoption of a new way of doing things by SMEs, amongst others, is arguably fundamental in bringing about 
change to regional areas insofar as it facilitates the emergence of the ‘new economy’.  It is important therefore to 
be aware of factors inhibiting change so that resistance to such change can be countered.  Some impetus for 
change is vital for ecommerce to be considered by SMEs. 
ECOMMERCE IN AUSTRALIA 
As of June 2002, all large businesses (100 or more persons employed) used computers, 99% had access to the 
Internet, while 81% had a web presence.  In contrast, micro businesses (0-4 persons employed) had a lower level 
of IT adoption, 79% used computers, 65% had access to the internet and only 15% had a web presence 
(Australian Bureau of Statistics 2003).   
The proportion of businesses ordering goods and services over the Internet was 35% of all businesses with 
internet access (25% of all Australian businesses), while only 9% of businesses  with internet access (6% of all 
Australian businesses) received orders for goods and services with an estimated income of $11.3 billion.  This 
represented approximately 0.8% of the total income for these businesses (Australian Bureau of Statistics 2003).   
Internet income represents a higher proportion of total income for more micro businesses (0-4 persons 
employed) receiving orders via the Internet than for larger businesses.  81% of these micro businesses generated 
1% or more of their total income via the Internet, compared with 48% of businesses employing more than 100 
persons (Australian Bureau of Statistics 2003).  It is estimated that during the year 2000, 34% of all Australians 
purchased products online (NUA 2002).  This statistic is quite high given that around 52% of Australians have 
access to the internet at home (NUA 2002). 
The virtue of the Internet lies in its ability to disseminate information and build relationships with customers, as 
well as the convenience it affords.   These are critical factors to consider in the context of regional and rural 
areas and may point to an opportunity for SMEs in such areas.  
ECOMMERCE ADOPTION 
Diffusion is defined as the process by which an innovation is communicated through certain channels over time 
among the members of a social system, in this case SMEs (Kendall, Tung, Chua, Ng & Tan 2001). 
The process of adopting and implementing innovative products such as Internet technology and electronic 
commerce can be considered in terms of a number of diffusion of innovations models described by Rogers 
(1983, 1995); Kline (1985); Burgelman & Sayles (1986); Rothwell, (1992) and others.  Rogers argued (1983, 
1995) that the adoption of a new product/technology is a decision process that moves through stages from 
awareness to adoption.  Emergent models however argue diffusion is unstructured rather than being a steplike 
rational process (Baskerville & Pries-Heje 2001; Van de Ven, Angle & Poole 1989), and is precipitated by a 
‘shock’, internal or external to the organisation.   
Wejnert (2002) posits that the adoption process is not uniform and differs based on the nature of the innovation 
itself, the innovators and the environmental context within which the organisation is placed.  The authors 
hypothesise that for regional SM Es these factors differ markedly from those in urban regions, particularly with 
regard to the characteristics of the innovator (or the proprietor) and the organisation, including such things as 
organisational readiness, attitude to risk, knowledge and experience with ecommerce. 
Engsbo, Saarinen, Salmi, and Scupola (2001) identified five innovation adoption triggers that can result in the 
initiation of the adoption process of electronic commerce in SMEs: 
(i) Strategic opportunity – improve the business performance in the market place 
(ii) Strategic necessity – developers of the technology pushing /maximising the flow of diffusion (Rothwell 
1992) 
(iii) Forced decision – the use of electronic commerce is required in order to conduct business 
(iv) Reactive adoption – the electronic commerce technology can solve an immediate problem for the SME 
(v) Just-by-chance – SMEs without any rational process adopt the technology (e.g. government 
intervention or pilot research projects) (Scupola 2002) 
Of the adoption triggers identified by Engsbo, Saarinen, Salmi, and Scupola (2001), just-by-chance was 
identified as the main reason underlying the take-up of electronic commerce by SMEs.  Scupola (2002) 
identified that in the case of the family driven business, the adoption of electronic commerce is completely 
casual.  It is the researchers’ hypothesis that SMEs in regional Australia do not recognize the importance of the 
emerging economy in their future success and that often the business planning process is adhoc and does not 
embrace the new economy.  It is also hypothesised that for SMEs the ‘shock’ which stimulates adoption of 
innovation, as suggested by emergent diffusion of innovation theories, is reactive (a forced decision) or occurs 
‘just by chance’ rather than being strategic in nature.  These triggers will be further considered via in-depth case 
studies, focus groups and questionnaire to be administered in the next phases of this research study. 
Review of the literature would indicate that small business operators tend to be more rigid, tradit ional and 
outdated in their business practices and this is evident in their approach to business planning.  Jocumsen (2002) 
found that small businesses tend to follow a much less complex decision making process compared with that 
suggested by theoretical frameworks.  Small business proprietors, Jocumsen argues ‘tend to make extensive use 
of learned competencies in the form of ‘perceived’ rationality and the use of rudimentary analytical tools as well 
as the ‘extensive use of inherent competencies mostly in the form of intuition and gut feel’ (2002, p. 14), arising 
from innate sources as well as the learning experiences of the proprietor.  
Stroeken and Coumans (1998, p.227) state that there is a lack of strategic insight of entrepreneurs/proprietors in 
relation to ‘altered product options as a result of the introduction of IT (information technology), the alternative 
market and customer approach, and the desired forms of co-operation’ required to make it work, and this they 
believe inhibits the application of IT by SMEs.  It is hypothesised that this is the case, at least in relation to 
regional SMEs. 
It is hypothesised that the nature of competition in regional areas has a role to play as the competitive reality may 
not be as pressing as that which exists in urban regions.  If this is found to be the case, this would support the 
importance of critical mass as raised by Scupola (2002).  Future research needs to be carried out to validate the 
concept of critical mass and its impact in regional and rural areas of Australia. 
Scupola (2002) identified several key factors that inhibit the adoption of electronic commerce by SMEs in 
Europe and these were broadly categorised into three groupings as shown in Table 2. 
 
Perceived Costs 
Financial investment 
Administrative changes  
Timeline for implementation 
Organisational Readiness 
Lack of education, information and knowledge 
Lack of familiarity with using the Internet in an effective and efficient manner 
Fear of loss of competitiveness in the market place by the disclosure of product information on the 
Internet 
External Environment 
Poor consultation between the IS consultants and the SMEs  
Lack of critical mass for the adoption 
Table 2: Key factors that inhibit the diffusion of electronic commerce in SMEs  
Many of these factors indicate ignorance and ‘fear’ and perpetuate the myths of ecommerce.  These beliefs and 
attitudes, it is hypothesised; tend to be more entrenched in regional areas as awareness of and exposure to 
ecommerce is less than it is in urban areas.  It is also hypothesised that regional SMEs have a tendency not to 
appreciate the opportunities the internet can provide (Flint & Herbert 2000, p. 350).  The smaller the business the 
less likely it is to have a computer that is used daily (Australian Bureau of Statis tics 2003), however this can 
vary across industry sectors (Flint & Herbert 2000, p.252).  
Education and training in part may be a major factor in dealing with these impediments (Parker & Swatman 
1996) and these factors are addressed in the following sections of this paper. 
EDUCATION PROCESSES 
Diffusion is about reducing uncertainty ‘among members of a social system by means of communication’ (Knol 
& Stroeken 2001, p.229).  The impact of the social system in shaping salient beliefs which influence attitudes, 
subjective norm and behavioural control which in turn determine intentions and behaviour (Ajzen & Fishbein 
1980; Ajzen 1985; Ajzen & Madden 1986; Davis 1989) for SMEs in rural and regional areas requires further 
investigation (Pease & Rowe, 2003).  It is hypothesised that there is a lower level of awareness and a different 
message ‘shared’ via the social system in which regional SMEs are immersed. 
Australian SMEs need encouragement and assistance to adopt and productively engage in ecommerce.  A 
number of bodies have been established in the Australian context to provide this, or at least to consider e-
commerce in the SME context.  The Small Enterprise Telecommunications Centre (SETEL) is such a body. 
SETEL formed the view that despite expectations concerning the potential uptake of ecommerce by SMEs, this 
was not being achieved.  In its 2002 report (Brown 2002) the centre identified a number of factors limiting this 
adoption.  
· E-commerce was seen to be a distraction from core business; 
· Significant perceived cost and risks associated with e-commerce; 
· Lack of strategic vision; and 
· Lack of realisation of value/benefits of e-commerce to individual SMEs. 
SETEL argued (Brown 2002) that four main elements were needed to break down impediments to the uptake of 
ecomme rce among SMEs, namely; simplification; demystification; leadership by Government, industry and 
educators and promotion of the value propositions to SMEs.  
 
 
According to Rogers (1995), for adoption of an innovation to occur, ‘adoptees’ need to see the advantages 
arising from such adoption.  The innovation needs to be observed and trialled, and must be compatible with 
‘custom and practice’.  
Local initiatives in the Hervey Bay area have attempted to embody these factors (Pease, Rowe & Wright 2003).  
Research needs to be conducted to review the impact of these initiatives upon the rate of take up of ecommerce 
in the local business community in Hervey Bay with inferences drawn as to their usefulness. 
Davis’ (1986, 1989) Technology Acceptance Model (TAM) attemp ts to identify the factors leading to intention 
to use IS/IT. The model proposes that perceived usefulness and ease of use are critical factors in shaping 
attitudes to such IS/IT which then influence intention to use same.  Further testing of this model in the context of 
regional SMEs and their attitudes to and intentions to use ecommerce would be useful in an attempt to encourage 
adoption.  These issues will be explored in the next phase of this study. 
Griffiths, Ronald, Ellen and Pat (1986) argue that organisations must possess certain characteristics for 
innovation to have a greater chance of success.  These cover issues such as resources, including skill, expertise 
and experience, management support, approach to risk, leadership, motivation and participation.  Similar 
findings are proposed by Wejnert (2002).  It is hypothesised that in the Hervey Bay region at least, a number of 
these characteristics are lacking, partly explaining the slower rate of e-commerce adoption.  This hypothesis 
requires further exploration and research, especially to determine whether this issue, if significant, is important 
generally for SMEs or is particularly an issue within this region.  The experience of two of the three case studies 
cited would support this view.  Neither of the two businesses fully utilised the range of functionality available in 
ecommerce to support their business activities. 
WIDE BAY TELECOMMUNICATIONS INFRASTRUCTURE 
Telstra, via its business unit Telstra Country Wide has embarked upon a program of infrastructure improvement 
in regional Australia.  In the financial year 2002/3 Telstra Country Wide injected $187m into improving access 
to the telecommunication network in regional Australia, $4m of which was earmarked for the Wide Bay 
Burnett/Gladstone region within which Hervey Bay is situated (P Symington 2003, pers. comm., 15 May). 
Telstra Country Wide’s investment in the Hervey Bay/Maryborough region has been made in response to the 
social and political context as well as the growth actually experienced and anticipated to occur.  This investment 
has supported this growth in that provision of infrastructure has fostered future development with the case study 
businesses indicating that the provision of these services was a factor in their location decision. 
From the above it can be argued that the infrastructure is in place to allow businesses and individuals in the Wide 
Bay region to access Internet using broadband technology. Product refinements and developments have meant 
that this access in terms of capacity, speed and geographic reach is improving, and costs are coming down as 
alternatives become available.  Consideration of access and equity issues in other regions is required to identify 
if infrastructure is an inhibitor to ecommerce uptake by SMEs.  It is hypothesised that for most SMEs this is not 
the case. 
HERVEY BAY PILOT CASE STUDIES 
As part of this exploratory research pilot interviews were conducted with the proprietors of three Hervey Bay 
SMEs to generate pilot case studies.  The objective was to identify prior theory from which interview protocol 
would be developed from which to develop in-depth case studies and to provide an insight into reasons for 
adoption of ecommerce and areas of its application.  The outcomes are not intended to represent the state of play 
for SMEs generally but rather to enable the exploration of issues and questions that require future research. 
Organisation 1 
This business is a firm that creates and commissions commercial art work via the internet, the target market 
being professionals and corporations worldwide.   
The proprietor conducted substantial business planning in introducing e-commerce into the business around 
eight years ago.  The strategic advantage it would provide was clearly identified, providing the firm with a 
competitive advantage and facilitating communication with international clients. 
The proprietor, who has vast experience in business and marketing, adapts the site constantly.  It is this skill and 
expertise that has fostered the success of the adoption of e-commerce, around 75% of sales are conducted via the 
internet and sales are growing at around 80% per annum.  This growth rate is expected to continue into the 
future. 
This firm is a niche player and so the concept of critical mass is not an issue of concern.  
Organisation 2 
This firm is a provider of multi-media services and souvenirs targeted at the international tourist.  Products are 
available at tourist destinations located throughout Australia.  The site provides sales support and enables 
customers to communicate with the firm rather than as a means of selling product.  The internet is not used to its 
full capacity in that orders are minimal and promotion not extensive.  Its main use, aside from facilitating 
customer contact with the firm, is to enable communication with suppliers and identification of potential 
suppliers. 
Organisation 3 
This small business provides an online tour, accommodation and car/camper hire booking service.  The business 
has negotiated with around 100 businesses mostly throughout Queensland and so promotes these.  Customers are 
able to select attractions, accommodation etc and plan itineraries via virtual tours and the proprietor then places a 
booking on their behalf.  
The site has links to 17 other sites to facilitate its search.  The site is not integrated to allow electronic payment 
and this is a major limitation, reducing the efficiency of the process.  The site was set up by the proprietor from 
the position of strategic necessity (Engsbo, Saarinen, Salmi & Scupola 2001).  The notion of critical mass was 
not an issue for this business. 
Whilst relatively new to the market, the site is growing in terms of number of hits.  The proprietor reports the 
business is growing with further contracts being negotiated with tourist operators and additional business 
opportunities opening up for the firm. 
CONCLUSIONS 
From the above, critical mass was not seen as a trigger for the adoption of innovation by these three firms.  The 
real trigger was recognition of a strategic opportunity or a realisation of the strategic necessity to operate online.  
Two of the three proprietors cited the valuable role played by local networks and assistance helping them to get 
started.  All three players cited the lack of business planning and foresight shown by local SMEs as impeding the 
adoption of ecommerce generally in the region. 
The Australian context indicates that around 65% of Australian SMEs (or at least those employing less than 4 
people) had access to the internet, with only 15% of these actually having a web presence.  It is believed that the 
incidence of the adoption of e-commerce amongst SMEs in rural and regional Australia however is significantly 
less than this figure.   
Provision of infrastructure in the Hervey Bay/Maryborough region was cited.  From this data, the slower rate of 
diffusion than might be otherwise expected is not able to be attributed to a lack of such infrastructure.  Rather a 
number of factors could be argued to impede such adoption and these have been raised in this paper. 
These issues will be further explored, via in -depth case studies, focus groups and a questionnaire to be 
administered in subsequent phases of this research project.  Further research study will fully investigate the 
following research questions developed in this paper: 
· What do regional SMEs understand by ecommerce;  
· What is the level of awareness of and experience with ecommerce amongst regional SME proprietors; 
· What tend to be the factors that trigger ecommerce consideration and adoption; 
· What is the level of recognition and acceptance of the importance of ecommerce by SMEs in rural and 
regional areas; 
· How do SMEs in rural and regional Australia approach strategic planning;  
· What is the significance of various inhibitors to adoption of ecommerce – particularly those internal to 
SMEs, and how do these compare with external factors; 
· Do regional SMEs differ from those in urban areas re characteristics considered to be important for 
innovation;  
· To what extent is the notion of critical mass and nature of competition within industries important to the 
adoption of ecommerce by regional SMEs;  and 
· What role does education and training play in the diffusion of innovation amongst regional SMEs. 
Consideration of ecommerce adoption of regional SMEs in light of the widely accepted Technology Acceptance 
Model (TAM) (Davis 1986, 1989) will form part of ongoing research.  Also investigation of ‘innovative’ SMEs 
will be undertaken, initially in the Hervey Bay region, to identify differentiating factors of significance.  
Prior theory identified in a literature review as well as the observations made from the pilot studies provides a 
focus for the data collection phase in the form of research questions outlined above.  Multiple case studies (Yin 
1994) will be used to allow cross cas e analysis on which to build theory.  As Stake (1994) argues 
representativeness is not the criteria for case selection, rather cases should be selected based on the ‘richness of 
information’ they offer (Patton 1990).  In terms of the number of cases to be selected, Eisenhardt (1989) suggests 
that between 4 to 10 cases are needed to generate theory, and so this will guide the number selected.  Focus 
groups will also be used since they are a particularly useful exploratory research tool (Goldman 1962; Morgan & 
Krueger 1993, Healy & Perry 1998). 
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